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A E you in training? Our coun must turn out the largest production possible
R
try, committed to the prosecution with our present capacities.
of a great war, is rapidly becom
Accountancy provides a most productive tool
ing a vast training camp. Our with which to work in these days of the scientific
fighting men are hardening use and control of stores and supplies, of the pur
themselves physically and im chase of goods on a cost-plus basis, and of taxes
proving themselves mentally by based on incomes and profits. Moreover, rigor
rigorous courses of military in ous and intensive training in Accountancy is at
struction. Our civilians—men, women, and chil hand—courses of instruction that can be taken
dren—who are to wage the economic fight should without interfering with normal production. And
likewise train for the combat. Individual capac many other technical courses are available to
ity must be increased, and
speed you up if your apti
individual consumption
tudes are more suitable for
must be lessened.
other occupations. It mat
Think of this significant
ters not so much whether
fact. Every available tech
FORWARD FRONT!
you increase your ability
nical worker—whether ac
by learning the mechan
May the year 1918 bring to
countant, systematizer, en
ism of the gas engine, the
us—individuals and Nation—the
gineer, electrician, me
principles of refrigeration,
successful fruition of the big
chanic, surgeon, nurse,
the transportation of com
tasks now in hand! 'The fight is on.
dentist, or any other pro
modities, or the control of
fessional or skilled man or
Democracy is being reinterpreted
finances—the important
woman—has been ab
thing is to map out a line
and redefined. Moral right is slow
sorbed into the great fight
of self-development and
ly but steadily winning its bitter
ing and economic ma
then “carry on.”
battle with physical might. Justice,
chines that are being or
Isn’t it time, Brother,
freedom, and honor are gradually
ganized to win this war.
for
you to get into train
being established as the deep-set
The demand for trained
ing—either for the physi
basis on which all relations between
men and women outruns
cal or the economic fight?
nations
and between individuals
the supply two to one—
Isn’t it time for you to
must rest. The assurance of realiz
yes, in many instances,
shake off those soft mus
ing these high beliefs—the bulwarks
five to one. Technical
cles, that flabby mentality,
of Christian civilization—makes the
workers of every class
and get down on the Big
year
of 1918 bright with promise in
must be made available
Task? At the beginning
the upward evolution ofall mankind.
in greatly increased num
of the most strenuous year
bers if we are to make
that ever broke upon the
good on the Big Task.
vision of an anxious world,
And to make good we
make a New Year’s reso
must train—we must slough off the softness of lution—a vow, God willing, to strengthen every
the unproductive convivial hour, the waste of fiber, to steel every nerve, to develop every poten
over-eating, of over-sleeping, and of over-loafing. tiality—in short, to become Fit for the great trials
“Business as usual” has merit as a slogan in get that lie ahead.
ting over from peace conditions to a state of war,
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but it is certain that we cannot eat in the same
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his agreement. What a contrast be
O E way of getting
N
tween his point of view and that of
employees to pull
the employee! He had learned what
together is to en
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his employee has yet to learn—that
courage sugges
tions. Even the humblest of rou it often pays to give the other party the benefit
tine workers may have a worth of the doubt.
while idea. Aside from this, it is
HERE is nothing more difficult than learn Learning
a decided advantage to have him
ing how to do things. Procedure, in a law ex to do
or her feel that the executive is receptive to sug
Things
amination, troubles those being examined more
gestions. Whether an idea is accepted or is re
jected, there is a resultant benefit. If accepted, than the other branches of law. Practical prob
in addition to the direct benefit to the firm and lems, in Accountancy examinations, cause more
employee, there is the indirect benefit of creating concern than do the other parts of the examina
a deeper sense of loyalty on the part of the em tion. If an examiner wishes to give a particu
ployee. If rejected, the wise employer gives the larly difficult examination, all he need do is to
employee reasons for the rejection. Thus the em center his questions around the thought, “How is
ployee more thoroughly learns organization poli this done?”
Fundamentally, the ability to do is most easily
cies, and more truly interprets these policies
acquired by constantly at
in his contact with others.
tempting or undertaking to
This interchange of ideas
THE PACE STUDENT
do. It is impossible to put a
brings about a team play
student through each step of
within the organization
A Magazine of Service
everything he may be re
which is bound to benefit
Interpreting
quired to do in his subse
both the executive and the
the Purpose, Spirit, and Needs
quent vocational career. It
employee.
of Modern Business
is possible so to accustom
the student to doing things
T is often better business
Published Monthly
that the “doing” becomes
to know when to put the
largely a habit. Hence, law
brakes on than when to press
Subscription Price $1.00
schools have introduced
the accelerator—a slow
a Year, Payable in Advance
moot-courts and procedure
down or even a stop is bet
practice into their courses.
ter than a smash-up. Do not
Likewise, Accountancy and
move for the sake of moving.
PACE & PACE, Publishers
Business
Administration
Movement should be con
30 Church Street
courses best serve their pur
trolled and directed—not be
New York
pose when rich in problems
yond control or haphazard.
compelling the students to
Test out your brakes occa
Copyright, 1918,
Pace & Pace
solve practical questions.
sionally.
The man who merely reads
OFTEN the difference between the big mind about how other men do things may be as help
and the small mind is emphasized in the less as a student-swimmer who merely studies
manner in which each interprets an agreement. the strokes used by swimmers.
Students should welcome the opportunity to
A typical instance is found in the experience of
a New England paint manufacturer. He posted undertake the solution of practical problems. In
a notice in his plant, stating that the employees most cases, some of these are prescribed and
would receive, free of charge, all the paint neces others are optional. Those students receiving the
sary to paint any houses that they might own. most value out of their courses are ordinarily the
One employee owned a number of houses as an ones who go beyond the prescribed amount of
investment. The superintendent refused to give work and do as much of the optional work as is
this employee any paint on the ground that the possible. The content of the problem is second
manufacturer intended to provide paint only for ary—the main consideration is practice in doing.
Since the doing is difficult, it is but natural
the homes of the employees. Thereupon the em
ployee appealed to the manufacturer. At first, he that the greater rewards should go to the doers.
refused the request, giving the same reason as the The mind which is a storage battery is of more
superintendent. But when the employee pointed utility than the one which is merely intellectual
to the technical wording of the notice, the manu storage space. The best means of getting mar
facturer gave in, saying that he would never ketable training is to practice continually the do
cause any one to believe that he had not fulfilled ing of things.
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Biographical Snap Shots
Young Accountants Who Have Made Good
LBERT F. YOUNG, JR., C.P.A., is
one of many Pace graduates who at
an early age have made good as
practicing accountants and as execu
tives. Mr. Young, still in his thirties,
has been treasurer of Nestlé’s Food
Company for over three years.
After receiving a high school education in the
Brooklyn Manual Training High School, Mr.
Young decided to go into business rather than to
college. His first job was with Frederick Vietor &
Achelis, dry-goods commission merchants and
brokers. Mr. Young entered this firm as office
boy, though later he became an invoice clerk. He
stayed there three years.
In 1899, Mr. Young entered the employ of
Thomas Leeming & Co., who at that time were
agents of Nestlé’s Food Company. Six years later
Thomas Leeming & Co. voluntarily gave up the
chocolate agency which they had been handling,
and Horace L. Day & Co. became the agents.
They employed Mr. Young as manager.
About this time Mr. Young, realizing the impor
tance of a knowledge of Accountancy and Busi
ness Administration, took up and completed the
Pace Course in the Accountancy Institute of
Brooklyn, and, in 1909, passed the New York
C.P.A. examinations.
The matter of securing the practical training in
an Accountancy firm necessary for the C.P.A.
degree now arose. Accordingly, Mr. Young joined
the staff of Price, Waterhouse & Co., as a junior,
resigning after a year’s service to serve for a brief
time with Perley Morse & Co. He then entered
the employ of Lovejoy, Mather & Hough, where
he remained for nearly three years. In the mean
time, Nestlé’s Food Company had incorporated
with Thomas Leeming as president. An auditor
was soon needed, and Mr. Young was chosen.
Then he was elected treasurer, the position which
he now occupies.
Mr. Young is a technician of the highest order—
his accounting statements and procedures are al
ways noteworthy as examples of the best modem
technique. This quality asserts itself in many
other ways. For several years Mr. Young was
the amateur pool champion of Greater New York,
winning many medals for his skill. He is also
a well-known athlete, having specialized in swim
ming and skating. This technical quality he has
consistently revealed in his study and his daily
work, and it is therefore the logic of events that
he should have forged his way rapidly to a posi
tion of executive responsibility. We—teachers and
fellow alumni and students—are proud of him.

C ARLES T. BRYAN, Pace Institute,
H
1915, though only twenty-seven years
old, has already entered upon a busi
ness career which illustrates far bet
ter than words the market value of a
course of study which prepares for
business responsibilities.
Mr. Bryan was bom in Brooklyn in 1890. He
graduated from the Commercial High School of
Brooklyn at the early age of fifteen. He also
attended the Brooklyn Evening High School.
Having mastered stenography and typewriting,
he found little difficulty in securing a business
position. From 1905 till 1913 he did stenographic
and clerical work for the New York Testing Labo
19

ratory, the Brooklyn Rapid Transit Company, the
New York Navy Yard, and the Public-Service
Commission. During this time, Mr. Bryan was
laying his plans for future development. Foresee
ing the business opportunities for properly trained
men, he enrolled in the Pace Course in 1912 and
graduated in 1915.
After one year’s study, he found himself compe
tent to perform the duties of a junior accountant;
so, while continuing his studies, he entered the
employ of Homer S. Pace & Co. (later, Pace &
Wythes), certified public accountants, as a junior
accountant. Within a comparatively short time he
rose to the rank of senior accountant. He then
accepted a similar position with the Accountancy
firm of Whittlesey, Myer & Wythes, remaining in
their employ till November 10, 1917. This posi
tion Mr. Bryan has recently resigned in order to
become the general manager of the Northam War
ren Corporation, manufacturers of toilet special
ties. Mr. Bryan is an exceedingly popular and
able lecturer in the schools giving the Pace
Courses. He confines his teaching almost exclu
sively to constructive accounting including costs.
Mr. Bryan possesses an exceptionally construc
tive turn of mind. He has few equals among the
younger accountants in working out accounting
classifications, operating procedures, and efficiency
methods. It is but natural, therefore, that his
services should be in high market demand.

FI
FTEEN
years ago the driver of a milk
wagon, but now a practicing account
ant with a promising future—this is
an epitome of the business rise of
Martin Kortjohn, C.P.A., a graduate
of the Pace Course in 1915.
Mr. Kortjohn was bom abroad thirty-eight years
ago, but came to America when a boy of fifteen.
His early days in the land of his adoption were
beset with hardship and difficulty; but young
Kortjohn was made of stem stuff. He knew that
sooner or later, if he kept on working, he would
get ahead.
At first, he secured a job whenever and wherever
he could, making no stipulations as to the nature
of the work except that it be honorable and de
cent. Hence, he had no hesitancy in driving a milk
wagon for the Borden Company for three years.
In the meantime, young Kortjohn was putting
in every spare minute in studying. He completed
the regents’ course offered by the New York Pre
paratory School. Then he passed the Civil Service
examinations and entered the Custom Service at
the Port of New York, where he remained from
1909 till 1915.
Mr. Kortjohn now began to look about for
ways and means of advancing himself still further.
He finally decided upon the Pace Course as the
best available means of preparation for the objec
tives that he had in mind. The course completed,
he took the New York state examination for C.P.A.,
which he passed in June, 1915.
Mr. Kortjohn then joined the staff of Fedde &
Pasley, certified public accountants, New York
City, remaining with them for two years. He
severed this connection only to enter the profes
sional practice of Accountancy on his own account.
If Mr. Kortjohn’s career thus far indicates what
may be expected of him, his success as a practicing
accountant is already assured.
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“WHY is it necessary,” asks
ONE welcome legal re
a new student, “to study
form to the layman
ace tudent
‘reversions,’ ‘remainders,’ ‘life es
will be the simplify
January, 1918
tates,’ and the like in order to learn
ing of legal instru
ments. At the last session of the Accountancy?”
It is not, to be wondered that the student asks
New York state legislature a bill
was passed providing for short- this question, for the reason that his conception
form deeds and mortgages. The of “Accountancy,” before studying the subjects
shorter forms do not eliminate any necessary embraced by that term, is apt to be very differ
clauses, and serve every purpose which the longer ent to the true meaning of the term.
Accountancy has to do with values. A thor
forms served. Furthermore, it is desirable that
persons executing these instruments should un ough understanding of values is impossible with
derstand their meaning. The meaning of these out knowing the law concerning the rights of in
instruments is much better understood from the dividuals in values. The right to receive some
shorter forms than from the longer forms. No thing in the future is a value, and a type of
little waste of material and of time may be traced value frequently confronting the practicing
to the longer forms, as it is not only a question of accountant.
Of course, it might be pointed out to the young
preparation, but also a question of recording and
of filing. The bill may be regarded as one of the student that “life estates” and “remainders” must
steps toward a simplification of legal forms and be thoroughly understood, from a legal view
procedures which will operate to the benefit of the point, in order to enable one to understand the
principles underlying estate accounting. Perhaps
profession and of the layman.
this is the most specific use that the student will
EW persons sympathize with those receiv have for a study of “remainders.” Aside from
ing fees, tips, or other gratuities. One rea this specific application, there is a valuable use of
the
son for this fact is that the habit has grown be
 study in connection with the earlier work of
yond reasonable proportions. Another, and prob the student in Accountancy. One difficulty met
ably more far reaching, reason is that it is hard by instructors is in impressing upon the student
to reconcile the retention of an individual’s self- the fact that a right to receive in the future has a
respect with the practice of accepting fees, tips, value in the present.
After all, there is some resemblance between
or gratuities.
One addition to the penal law of the state of an "account receivable” and a “remainder.” The
New York, made in the last year, is that concern value of an “account receivable” consists in the
ing the giving of gratuities to agents, employees, right to receive money at a future date. The
or servants of an apartment house, by dealers value of a “remainder” consists in the right to
who desire to sell to tenants. For some time it receive title to property in the future.
One unfortunate error which some students
has been the custom for dealers in fuel, ice, or
food, to pay gratuities to some employees of make in studying “remainders” is to assume that
apartment houses for the privilege of serving the the remainder is received at the termination of
tenants of the particular apartment house. The the particular estate. For example, if there is
dealer did this as presumably necessary to get an estate to A for life, remainder to B and his
ting the trade. The legislature in the amendment heirs, the student sometimes assumes that B gets
characterizes agreements of this kind as being the remainder when A dies. As a* matter of fact,
against public policy and void. Furthermore, B holds the remainder during the life of A; the
persons who directly or indirectly accept or give remainder, as such, terminates with the life of A,
any money or thing of value as a consideration and B’s estate then becomes, under the above
for these privileges are guilty of a misdemeanor. clause, an estate in fee. The principle is the same
In the case of an individual, the penalty is a fine as that of an “account receivable.” So long as
of not less than ten dollars or more than one hun the debt is unpaid it is a “receivable,” but when
dred dollars, and imprisonment for not less than the debt is paid it ceases to be a “receivable,” the
thirty days or more than one year. Should a cor property being converted into cash or whatever
poration make such an agreement, it is liable to a property may be used in payment.
Probably no one kind of training is more valu
fine of not less than fifty dollars or more than one
thousand dollars. Moreover, the tenant has the able to those contemplating Accountancy than
right to recover from the person who gives such that of making nice distinctions as to values.
a gratuity for the purpose of securing the tenant’s Constantly throughout a course this becomes
trade a penalty of two hundred and fifty dollars necessary in order to understand accounting prin
ciples. Aside from the specific application of
in a civil action.
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Rever
sions,
Remain
ders, and
Account
ing

net estate exceeds $1,000,000, and
Law De what is taught in connection with
partment “remainders,” “reversions,” and like
ace tudent does not exceed $2,000,000.
Ten and one-half per centum of
( Continued) values, there is this important train
January, 1918
the amount by which the net estate
ing in making distinctions as to valu
ations. For this reason the student should study exceeds $2,000,000, and does not exceed $3,“remainders” and “reversions,” and other types 000,000.
Fifteen per centum of the amount by which the
of estates, with the firm conviction that the study
has a distinct use as well as a necessary training. net estate exceeds $5,000,000.
In addition to this taxation, the War Estate
Federal
T least one provision of the War-Revenue Taxes impose the following:
Estate
One-half of one per centum of the amount of
Act which is not likely to be revised, is that
Taxes
the
pertaining to the taxation of estates. This con
 net estate not in excess of $50,000.
One per centum of the amount by which the
stitutes an addition to the taxes imposed upon
net estate exceeds $50,000, and does not exceed
estates by the previous Federal Acts.
In order to understand the Federal Estate Acts, $150,000.
One and one-half per centum of the amount by
it is advisable to consider the basis for the tax.
This basis is a percentage of the net estate. The which the net estate exceeds $150,000, and does
“net estate” of a resident is computed differently not exceed $250,000.
Two per centum of the amount by which the
to the net estate of one who was not a resident
net estate exceeds $250,000, and does not exceed
at the time of his death.
In the case of a resident decedent, deductions $450,000.
Two and one-half per centum of the amount by
are allowed from the gross estate for funeral and
administrative expenses; for claims against the which the net estate exceeds $450,000, and does
estate; for unpaid mortgages; for losses due to not exceed $1,000,000.
Three per centum of the amount by which the
various casualties occurring during the settlement
of the estate; for losses due to theft, unless the net estate exceeds $1,000,000, and does not exceed
losses are not compensated for by insurance; for $2,000,000.
Three and one-half per centum of the amount
support of those dependent upon the decedent
during the time of settlement; and for charges by which the net estate exceeds $2,000,000, and
allowed by the laws of the state under which the does not exceed $3,000,000.
Four per centum of the amount by which the
estate is administered. In addition to the above,
the estate of a resident decedent is allowed an net estate exceeds $3,000,000, and does not exceed
$4,000,000.
exemption of $50,000.
Four and one-half per centum of the amount
The non-resident decedent is not allowed this
exemption. He can, however, deduct from that by which the net estate exceeds $4,000,000, and
part of the gross estate situated in the United does not exceed $5,000,000.
Ten per centum of the amount by which the
States such proportion of the other charges
named as the value of the part situated here bears net estate exceeds $10,000,000.
The return is made on Form 706, provided by
to the value of the entire gross estate.
Both the Federal Estate Tax Law, and the War the Treasury Department. If the decedent were
Estate Tax Law base their rates upon graduated a resident, the Form should be filed with the
percentages of the amount of the net estate. The Collector of Internal Revenue for the district in
which the decedent was domiciled; if he were
rates under the Federal Estate Taxes are:
One and one-half per centum of the amount of a non-resident, the Form should be filed with the
Collector of Internal Revenue for the district in
the net estate not in excess of $50,000.
Three per centum of the amount by which the which the gross estate is situated. If the latter
net estate exceeds $50,000, and does not exceed be situated in more than one district, the Form
should be filed with the Collector of Internal
$150,000.
Four and one-half per centum of the amount Revenue, at Baltimore. The tax is due one year
by which the net estate exceeds $150,000, and does after the decedent’s death. A discount of five per
not exceed $250,000.
cent. per annum is allowed if payment be made
Six per centum of the amount by which the net prior to the due date. A penalty is imposed of
estate exceeds $250,000, and does not exceed ten per cent. per annum from the date of the
$450,000.
decedent’s death, if the tax be not paid within
Seven and one-half per centum of the amount ninety days after it is due. This penalty is re
by which the net estate exceeds $450,000, and duced to six per cent., should the non-payment be
does not exceed $1,000,000.
due to inability to settle the estate by reason of
Nine per centum of the amount by which the litigation or other unavoidable delay.
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O DERLY procedure
R
ticularly business and accounting
is a great help in
ace tudent problems met by executives.
A large number of problems in
quickly and accu
January, 1918
examinations necessitate the making
rately solving ac
counting problems.
Students of statements. Hence, in illustrating the usual
often
fail
on
examinations
be steps to be taken in solving a problem, a proposi
Elmer O.
tion has been selected requiring the preparation
cause
they
do
not
finish
their
Stevens,
of
an Operating Statement and Balance Sheet.
problems
in
the
time
allotted.
C.P.A.
Some spend a large part of the time in getting a This proposition was given in the November ex
start. Others start too soon, and wander aimlessly aminations of the American Institute of Account
over the problem, covering the same steps a num ants. It reads:
“The following is the Balance Sheet of the A.
ber of times. By no means is haphazard pro
cedure a handicap in examinations only. It balks B. Company, January 1, 1915.
a person trying to solve any problem in life, par-

Solving
Account
ing
Problems

S

P

Cash .................................................................. $
Accounts Receivable .......................................
Inventories:
Raw Material ..............................................
Finished Goods ............................................
Office Furniture and Fixtures..........................
Land ..................................................................
Buildings ............................................................
Machinery ..........................................................

52,864
197,425

Accounts Payable ............................................ $
Dividends Payable, Pref. Stock, Feb. 1, 1915
Dividends Payable, Com. Stock, Feb. 1, 1915..
Mortgage Bonds, 20-Year at 6%, Dated Janu
ary 1, 1915 .................................................
Premium on Bonds...........................................
Capital Stock, Preferred ..................................
“
“
Common ..................................
Reserve for Bad Debts ....................................
Surplus ....................................................

84,268
31,597
7,500
180,000
150,000
250,000

35,482 Balance
7,500 Sheet
10,000
100,000
5,000
250,000
500,000
4,718
40,954

$953,654

$953,654

“The transactions for the year ending January
1, 1916, have been as follows:

entries must first be made, accounts must then
be set up, balances of the set-up accounts must
then be determined, a trial balance and working
sheet must then be prepared, and lastly the facts
thus determined must be properly displayed in
the two statements required. In the solution now
given all of these steps are shown, with the ex
ception of setting up the Ledger accounts.
It is unnecessary to comment upon all of the
Journal entries. Certain points, however, should
be noted.
These points show the necessity of looking be
hind the figures and ascertaining facts as they
must exist. In this respect, a proposition fre
quently gives the student an exercise in doing
that which the executive must constantly do—
visualize facts from statements presented.
It is evident that the dividends set forth in the
Balance Sheet must have been paid. It would be
an absurdity for the other dividends to have been
declared without these dividends having been
paid. Hence, the first entry covers the payment
of the dividends.
The second entry involves the interest on the
bonds. This can be safely assumed to have been
payable in semi-annual payments, since this is
the usual commercial practice. The interest is
first shown in an accrued account, and then later,
upon payment, the accrued account is closed out.
It will also be noted that the bond interest ac
crued for the period under review—that is, until
December 31, 1915—is shown.
The premium on bonds has been written down
for the purpose of showing the treatment ordi-

Cash Received from Customers ...................... $793,501
Rent Received ...................................................
600
There Has Been Purchased 1,232,000 lbs. Raw
Material at 20 Cents a lb.
Sales Have Been .............................................. 823,334
Discounts and Allowances on Sales ............... 23,519
Bad Debts Written Off ....................................
2,143
Disbursements Have Been Made for Accounts
Payable ....................................................... 243,356
Factory Expense ..............................................
7,489
“
Labor ................................................. 351,426
“
Repairs ................................................ 23,843
Office Expense .................................................
1,927
Selling Expense ................................................ 52,914
Salaries ............................................................. 58,471
Taxes .................................................................
7,853

“Inventories, January 1, 1916:
“Raw material 412,595 pounds, having a market
value of 22 cents a pound, and finished goods
$30,842. The land is estimated to be worth
$200,000.
“Semi-annual dividends of 3 per cent. on pre
ferred and 2 per cent. on common, declared in
June and December, payable August 1st, and
February 1st. Reserves for depreciation of build
ings, 3 per cent.; machinery, 5 per cent.; office fix
tures, 10 per cent. Bad and doubtful debts re
serve should be 2 per cent. of Accounts Receiv
able.
“Prepare an Operating Statement and Balance
Sheet as on January 1, 1916.”
In all problems, the first step is thoroughly to
Comments
digest the problem by reading it through to the
very end. This done with the problem under
review suggests the succeeding steps. Journal
22

narily accorded. In some instances, this is not
written down, but it is transferred into Surplus,
or a distinctive section of Profit and Loss, in one
lump sum when the bonds mature. In all likeli
(Continued) hood, the examiners would be desirous of seeing
how the student would handle the matter peri
odically. It would hardly be likely that they
would expect the student to set up a table involv
ing the scientific method of determining the
amount for each year, as this would be imprac
ticable from the standpoint of an examination.
Hence, the pro rata amount of premium has been
taken, which, by the way, is frequently done in
practice. It will be noted that the entry cover
ing this premium credits the amount to Interest
on Mortgage Bonds, since this is an adjustment
of nominal interest to true interest. This entry
might have been combined with the one immedi
ately preceding it, the combined entry debiting
Premium on Bonds—$250, and crediting Bond
Interest Accrued—$3,000.
In this connection it might be noted that the
inventory of raw material should be taken in at
cost, and not at the estimated market value. Like
wise, real estate should be taken in at what is
presumably its cost—$180,000, and not at the
amount estimated—$200,000.
After the Journal entries have been prepared
and the Ledger accounts set up, the next step is
to prepare the Working Sheet. This Working
Sheet has columns for Trial Balance, Surplus and
Profit and Loss Adjustments, and then Final
Balances. The advantage of the working sheet
is that it affords a check on the accuracy of the
work done up to this point. From the Working
Sheet the various items to be taken into the Oper
ating Statement and the Balance Sheet are segre
gated and grouped in those statements.
It is not unusual for a large concern to have an
operating statement in a more or less summary
form, with supporting schedules. In this in
stance, however, the items are not so numerous
but that they can readily be comprehended in the
one Statement. Particular attention is given to
the manufacturing part of the Statement, which
is more fully amplified and displayed than the
other parts. The other parts of the Statement
contain comparatively few items, and, since this
is a manufacturing company, major attention is
given to the manufacturing result.
The reader should note the progression of items
in the manufacturing part of the Statement.
There is first the raw material, secondly the fac
tory labor, and lastly the overhead. The cost of
finished goods produced is then shown. To this
cost, the opening inventory is added; and from
the sum, the closing inventory is deducted. The
ultimate result is the cost of goods sold which,
Solving
Account
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when deducted from the sales, gives the gross
profit.
In the Balance Sheet, particular attention
should be given to the display. The more recent
arrangement of items in corporation balance
sheets, first as to current assets and secondly as
to capital assets, and of liabilities, first as to cur
rent liabilities and secondly as to capital liabili
ties, has been followed.
The date of Statements is December 31, 1915,
the Profit and Loss Statement being for the
period ended on that date, and the Balance Sheet
showing the condition as at that date. Although
the proposition reads “the year ending January 1,
1916,” it was probably the intention of the exam
iners to test the applicant as to the date ordinarily
placed on these statements, which date is the last
day of the period.
Feb. 1, 1915
Journal
DIVIDENDS PAYABLE,
PRE
Entries
FERRED STOCK ................... $ 7,500
DIVIDENDS PAYABLE, COM
MON STOCK
10,000
To CASH ......................................
$ 17,500
June 30, 1915
INTEREST
ON
MORTGAGE
BONDS ......................................
To BOND INTEREST AC
CRUED ....................................
Six months’ interest at six per cent.
on $100,000.

June 30, 1915
SURPLUS ...........................................
To DIVIDENDS PAYABLE,
PREFERRED STOCK ..........
To DIVIDENDS PAYABLE,
COMMON STOCK .................
For dividend declared June —, Min
ute Book, page —.
July 1, 1915
BOND INTEREST ACCRUED........
To CASH .....................................

August 1, 1915
DIVIDENDS
PAYABLE,
PRE
FERRED STOCK....................
DIVIDENDS PAYABLE, COM
MON STOCK...........................
To CASH ......................................

December 31, 1915
SURPLUS ...........................................
To DIVIDENDS PAYABLE,
PREFERRED STOCK ............
To DIVIDENDS PAYABLE,
COMMON STOCK .................
For dividend declared December —,
Minute Book, page —.

3,000
3,000

17,500
7,500

10,000

3,000
3,000

7,500

10,000
17,500
17,500
7,500

10,000

December 31, 1915
Solving
Account INTEREST
ON
MORTGAGE
ing
BONDS ....................................
Problems
To BOND INTEREST AC
CRUED ....................................
(Continued)
For six months’ interest at six per
cent. on $100,000.
December 31, 1915
PREMIUM ON BONDS ...................
To INTEREST ON MORTGAGE
BONDS ....................................
To write off l/20th of premium on
bonds.

$3,000

December 31, 1915
DEPRECIATION ON MACHINERY $12,500
To RESERVE FOR DEPRECIA
TION ON MACHINERY ....
$12,500
$3,000
Five per cent. of $250,000.

250
250

December 31, 1915
CASH ................................................. 793,501
To ACCOUNTS RECEIVABLE.
793,501
December 31, 1915
CASH ...................................................
To RENT RECEIVED ..............

December 31, 1915
DEPRECIATION
ON
OFFICE
FURNITURE
AND
FIX
TURES .....................................
To RESERVE FOR DEPRECIA
TION ON OFFICE FURNI
TURE AND FIXTURES.........
Ten per cent. of $7,500.
December 31, 1915
BAD DEBTS .....................................
To RESERVE FOR BAD DEBTS
Two per cent of $201,596.... $4,032
Less balance of...................... 2,575

600

December 31, 1915
RESERVE FOR BAD DEBTS.........
To ACCOUNTS RECEIVABLE.
For bad debts written off.

23,519

2,143

December 31, 1915
ACCOUNTS PAYABLE ................... 243,356
FACTORY EXPENSE .....................
7,489
FACTORY LABOR........................... 351,426
FACTORY REPAIRS ...................... 23,843
OFFICE EXPENSE ..........................
1,927
SELLING EXPENSE ...................... 52,914
SALARIES ......................................... 58,471
TAXES ................................................
7,853
To CASH .....................................
To record disbursements for year.

December 31, 1915
DEPRECIATION ON BUILDINGS
To RESERVE FOR DEPRECIA
TION ON BUILDINGS ........
Three per cent. of $150,000.

4,500

1,457

1,457

Note: Full use of Journal entries should
always be the rule in solving accounting prob
lems. Even where the Journal entries are not
called for, it is always advisable to give them.
In grading, this is of great assistance to the ex
aminers. For example, if statements only are
required, and an error occurs in the statements,
the examiner, by tracing the error to the Journal
823,334 entries, may find that it is not so serious as it
would seem from an examination of the state
ments only. Furthermore, Journal entries have
as one of their objectives the prevention of error.
There are not likely to be so many omissions in a
23,519 solution, when complete Journal entries ate used,
as there would be in an attempted solution where
skeleton accounts were set up and posted hap
hazardly.
Under the pressure of time on an examination
the student is often tempted to make short-cuts.
2,143 These are dangerous. In the long run, it will be
found that the practice of making complete en
tries will conduce both to accuracy and speed.
Journal entries, it must be remembered, record
the debit and credit effects of business transac
tions upon account classifications. Achieving a
balance, or correcting an error, is accordingly
more readily accomplished if the Journal entries
are available. Attempts to speed up by omitting
entries not only increase the chances of error, but
diminish the chances of detecting errors made.
747,279 For these reasons the student is urged to make
the fullest use of Journal entries in solving ac
counting problems, whether met in examinations
or in business experience.

December 31, 1915
PURCHASES ..................................... 246,400
To ACCOUNTS PAYABLE.......
246,400
For 1,232,000 lbs. raw material at
20c. lb.

December 31, 1915
DISCOUNTS AND ALLOWANCES.
To ACCOUNTS RECEIVABLE.
To record discounts and allowances
for year.

750

$1,457

600

December 31, 1915
ACCOUNTS RECEIVABLE ............ 823,334
To SALES ....................................
To record sales made.

750

4,500
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(Continued)

A. B. COMPANY

Working
Sheet

Working Sheet as at December 31, 1915

Trial Balance
Cash .............................................................
Accounts Receivable ..................................
Inventory Raw Materials...........................
Inventory Finished Goods ........................
Office Furniture and Fixtures ...................
Land .............................................................
Buildings .....................................................
Machinery ...................................................
Accounts Payable .......................................

Credits

Debits
$ 61,686
201,596
84,268
31,597
7,500
180,000
150,000
250,000

$ 84,268
31,597

$

Dividend Payable, Preferred Stock ............

Dividend Payable, Common Stock ............
Mortgage Bonds...........................................
Premium on Bonds .....................................
Preferred Stock ..........................................
Common Stock............................................
Reserve for Bad Debts .............................
Surplus ........................................................
Interest on Mortgage Bonds .....................
Bond Interest Accrued ...............................
Rent Received..............................................
Purchases .....................................................
Sales ...........................................................
Discounts and Allowances...........................
Factory Expense .........................................
Factory Labor ............................................
Factory Repairs ..........................................
Office Expense ............................................
Selling Expense ..........................................
Salaries ........................................................
Depreciation on Buildings..........................
Reserve for Depreciation on Buildings....
Depreciation on Machinery.........................
Reserve for Depreciation on Machinery ...
Depreciation on Office Furn. and Fixt. ...
Reserve for Dep. on Office Furn. and Fixt.
Bad Debts ...................................................

Surplus and
Profit and Loss
Credits
Debits

$ 82,519
30,842

Final Balances
Debits
$ 61,686
201,596
82,519
30,842
7,500
180,000
150,000
250,000

Credits

$ 38,526
7,500
10,000
100,000
4,750
250,000
500,000
4,032

38,526
7,500
10,000
100,000
4,750
250,000
500,000
4,032
5,954

5,954
5,750

5,750

3,000

3,000
600

600
246,400

246,400

823,334

823,334

23,519
7,489
351,426
23,843
1,927
52,914
58,471
7,853
4,500

23,519
7,489
351,426
23,843
1,927
52,914
58,471
7,853
4,500

4,500

4,500

12,500

12,500

12,500

12,500
750

750
750

750

1,457

1,457

$1,765,446

$914,664
28,585
$943,249

Surplus, December 31, 1915..........................

$1,765,446
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$943,249

$964,143

28,585
$964,143
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Balance
Sheet

A. B. COMPANY
Balance Sheet as at December 31, 1915
ASSETS
Current Assets:
Cash ....................................
$61,686
Accounts Receivable .........$201,596
Less: 2% Res. for Bad and
Doubtful Debts ............
4,032 197,564
Inventories:
Raw Material (at cost)... $ 82,519
Finished Goods ............ . 30,842 113,361 $372,611

Capital Assets:
Land ....................................
$180,000
Buildings ............................. $150,000
Less: 3% Res. for Dep...
4,500 145,500
Machinery........................... $250,000
Less: 5% Res. for Dep... 12,500 237,500
Office Fur. and Fixt............$ 7,500
Less: 10% Res. for Dep..____ 750 6,750 569,750

LIABILITIES
Current Liabilities:
Accounts Payable............................. $ 38,526
Div. Payable, P. S., Feb. 1, 1916.......
7,500
Div. Payable, C. S., Feb. 1, 1916....... 10,000
Bond Interest Accrued, due Jan. 1, ’16 3,000 $ 59,026
Mort. Bonds, 20-yr. 6%, dated Jan. 1, T5
100,000
$159,026
Suspense Credit:
Premium on Bonds..........................$ 5,000
Less: 1/20 charged off ................. .........250 4,750
Capital Stock:
Preferred ........................................... $250,000
Common ........................................... 500,000 750,000

Surplus:
Balance, January 1, 1915 ................. $ 40,954
Net Profit for Year.......................... 22,631
$ 63,585
Less: Dividends Declared ............... 35,000
Balance, December 31, 1915 ............

$942,361

28,585
$942,361

Profit and Loss Statement for the Year Ended December 31,1915
Sales ......................................................................................................................................
Less: Discounts and Allowances.................................................................................

Profit
and Loss
Statement

$823,334
23,519
$799,815

Net Sales .........................................................................................................
Cost of Goods Sold:
Inventory Raw Material, Jan. 1, 1915...........................
Raw Material Purchased ........................................................... ..................................

$ 84,268
246,400

Less: Inventory Raw Material, Dec. 31, 1915..............................................................

$330,668
82,519

Cost of Raw Material Used.....................................................................................
$248,149
Factory Labor ..............................................................................................................
351,426
Manufacturing Expense:
Factory Repairs .................................................................................
$ 23,843
Depreciation on Machinery .............................................................
12,500
Depreciation on Buildings ......................................................................
4,500
Factory Expense ......................................................................................
7,489
Taxes .........................................................................................................
7,853
$ 56,185
600

55,585

Cost of Finished Goods Produced.........................................................................
Inventory, Finished Goods, Jan. 1, 1915.......................................................................

$655,160
31,597

Less: Inventory Finished Goods, Dec. 31, 1915...........................................................

$686,757
30,842

Less: Rent Received..........................................................................

Cost of Goods Sold.................................................................................................

655,915

Gross Profit ................................................. . ................................................
Expense:
Salaries ...................................................................... -..................................................
Selling Expense ............................................................................................................
Office Expense ..............................................................................................................
Bad Debts .....................................................................................................................
Depreciation on Office Furniture and Fixtures...........................................................

$143,900
$ 58,471
52,914
1,927
1,457
750

Profit from Operation......................................................................................
Interest on Mortgage Bonds
................................................
Less: 1/20 of Premium on Bonds.................................................................................

$ 6,000
250

Net Profit .......................................................................................................
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115,519

$ 28,381

5,750
$ 22,631

UESTIONS as to the account
ing treatment of insurance
premiums on the lives of part
ners or employees often arise. For
example, each of the partners of a
partnership may insure for the ben
efit of the firm. Or, in some in
stances, the life of a valuable em
E. J. ployee may be insured, particularly,
Enthoven, if there be an employment contract
C.P.A. with that employee for a term of
years. Is the entire premium paid
on these policies chargeable against
profits? May the entire premium be
capitalized? Or may the premium
be apportioned and partly capital
ized?
In no case may the entire pre
mium be capitalized. Whether a
part of the premium may be capi
talized depends upon the kind of
insurance. Take, for instance, a firm
that has a contract with a salesman
for five years and takes a five-year
term policy on his life with no sur
render value. In this case, the
entire premium should be charged
against profits. Term insurance is
used considerably in business, and
the premium should be charged to
Profit and Loss.
Now let us consider those classes
of policies which do carry a sur
render value.
If we analyze a yearly premium,
we find that it is made up of three
parts: (1) the loading; (2) the
amount to cover the insurance for
the year (death risk); (3) the
amount to cover the future risk.
This is the theory of the level
premium; namely, to pay a larger
premium at the beginning, so that
the premiums in later years, when
one’s earning capacity may be fail
ing, will not be too high to be met.
From the above, it is evident that
the statement frequently made that
“the premium consists of protection
and investment” is not exactly
correct.
No part of the premium is an
investment. The first part is an
expense, as it is paid to cover the
expenses of the insurance company;
the second part is to pay for the
insurance for the year; and the third
is to provide for future years’ insur
ance—that is, the surrender value
which the insurance company re
turns, because when the policy is
surrendered the company does not
need to accumulate funds to pro
vide for the future risk, this termi
nating when the policy is surren
dered.
If, for instance, the insurable in
terest consists of good-will, the
asset is already on the books, and
the death of the person who created
the good-will practically cancels the

Life
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ance in
Ac
counts

Q

Pace Student
January, 1918

same. The insurance when paid
makes it good, and the cash paid by
the insurance company takes the
place of the good-will rendered
worthless through the death of the
insured. It therefore follows that
number one and number two should
certainly be charged to Profit and
Loss, and the third can, at most, only
be a deferred charge.
There is the case of a concern
taking out a policy on the life of a
man whose earning capacity is very
valuable. I am of the opinion that
the only correct and conservative
method to use is to charge the pre
miums to Profit and Loss, and to set
up an asset account for the surren
der value, whereby is created a Re
serve Account [debit to Surrender
Value Account and credit to Re
serve (Account John Doe, Earning
Power)]. Then, when the insurance
money is collected, increase the
Reserve Account by the difference
between the surrender value and
the amount actually collected. The
reserve would then be used to
equalize the profits for the next two
or three years.
The above is based on the reason
ing that insurance is taken out, usu
ally, to protect the company against
loss, should a valuable man die.
The man’s value is his earning
power; therefore, it is assumed that
when his services are withdrawn the
profits of the concern will drop, and,
therefore, in the following few
years the insurance money received
represents the replacement of the
earning power lost through the
death of the employee.
Is it a fact that the process is
the accumulating of a reserve to
take care of a loss at some future
period, and that reserves of this type
are usually created by charges to
Profit and Loss during the accumu
lating period?
The statement that life insurance
is not like fire, because the latter
is to maintain an asset which exists,
and the former, when paid, creates
an asset which did not previously
exist, is not quite correct. The value
of the person’s life to the concern is
in truth an “existing” asset, and val
uable, hence, the need to replace
when lost.
Each case should be decided on
its merits, and the most that should
be capitalized is the surrender value.
Inasmuch as no cash surrender value
is granted until after three full an
nual premiums are paid, it is not
27

proper to take up anything until the
full three annual premiums are paid.
As the policy continues in force, the
surrender value increases annually
as premiums are paid.

HAIN stores are becoming Chainmore and more common, and
are utilizing the services of Store
accountants in retail merchandising. Account
L. K. Watkins (Buffalo School of ing
Accountancy), who made a most
excellent record in the New York
state C. P. A. examinations some L. K.
years ago, is now teaching in the Watkins
Pace Courses in the Buffalo School
of Accountancy. As an incident to
his public practice, Mr. Watkins
recently installed a system for a
chain of four five-and-ten-cent stores.
This system utilizes loose-leaf rec
ord sheets, and provision is made
for two additional stores. All of
the accounts are kept at the main
store. A synopsis of the system,
which Mr. Watkins installed, fol
lows:
Cash Receipts. As business is
practically all cash, sales are repre
sented by cash receipts. Provision
is made for recording occasional re
ceipts on account of receivables and
discount allowed thereon. Columns
are provided to show deposits in
each bank, and daily balances.
Checks Drawn. Columns are pro
vided for recording check numbers
for each of six different banks, for
discount and various deductions.
As it is desired to have at all times
a record of accounts payable on ac
count of each store, separate col
umns are given for credits to the
different banks, and debits to Ac
counts Payable at the various stores,
so that a record on a single line
may show payment to one creditor
by one check for as many as six
different bills for six different stores.
Voucher Record. Accounts pay
able are divided among the various
stores, and a total column, headed
“Amount of Invoice,” is used for
proof of totals. The usual provi
sion is made for recording settle
ments. Expenditures are divided
between purchases, expense, and
miscellaneous debits for the six
stores.
Purchases by Departments. On
these sheets the purchases for each
store for each month are distributed
among the thirty-four departments,
a total column being provided for
the double-entry proof, the summa
tion of this column being, when
correct, in agreement with the
corresponding total of the Voucher
Record.
Expense in Detail. These sheets
are provided for the distribution of

C
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tax. Since this must be in cash, it
ASSUMING that there have been
a number of issues of pre
ace tudent will mean a depletion of the working
capital. Would you advise borrow
ferred stock and common stock, how
January, 1918
ing the money with which to pay the
are the records kept separate as to
the different issues, particularly in the case where tax, or holding back cash in a distinctive fund for
that purpose?
there have been a number of transfers?
Although, as you say, the payment of the tax A.
Stock may be in several issues, and, as to pre
A.
ferred stock, each issue may represent a different will result in a depletion of working capital, it
character of contract. Hence, there is often occa must not be ignored that the tax is based upon
sion for keeping separate the various stock profits. Normally, profits mean an increase of
issues. As to the certificate, the distinction may working capital, unless the asset value they repre
be made by designating on each certificate the sent has been put into permanent plant or equip
class of stock to which it pertains. In issuing a ment, or unless they have been distributed. The
new certificate, upon transfer, the new certificate probabilities are that the profits have increased
would indicate the same class of stock as the one the working capital to a greater extent than the
canceled. For the purpose of keeping a record payment will decrease such capital. Assuming
of stockholders in connection with dividend pay this to be the case, the problem would be to have
ments, legal notices, and the like, it is customary sufficient working capital in the form of cash to
to have a supplementary card record. This card pay the tax. This problem may be met by grad
record would indicate the kind of stock held by ually accumulating the cash between the end of
each stockholder, and would, accordingly, pre the year and the date set for payment (ordinarily
vent the payment of dividends in excess of the June 15th), and to this extent it might be advis
amount to which the stockholders are entitled. able to create a distinctive fund.
Should a large portion of the profits have been
Sometimes, in the stock-book, the accounts of the
stockholders are grouped according to classes of distributed—put into the form of fixed assets, or
stock. The legal provision requiring that the ac otherwise absorbed—or should it be impracticable
counts of the stockholders be kept in alphabetic to have sufficient assets in the form of cash, then
order is satisfied if an alphabetic index of the it might be advisable or necessary to borrow.
accounts is kept.
The danger of borrowing is that the same condi
tion may confront the organization at the ma
Is
the
placing
of
a
name
on
any
part
of
a
lease
turity of the debt; that is, it may be unable to
Q.
a sufficient signature under the New York stat meet the obligation. From the standpoint of con
utes?
servative business practice it is preferable not to
In the state of New York, a lease must be in borrow the amount required.
A.
writing, if it is for a longer period than one year,
In this connection, it might be pointed out that
and the statute expressly states that it must be the tax on income and excess profits may be
subscribed by the lessor.
paid in advance instalments. Under these cir
The courts have construed the meaning of the cumstances, an instalment of at least one-fourth
word “subscribe” as being that the signature must be paid within thirty days after the close
must be placed beneath the written part of the of the year, an additional instalment of at least
lease.
one-fourth within two months, a third instalment
The term “signature” ordinarily does not mean of at least one-fourth within four months, and the
to sign under. When the word is used in stat balance on the date the tax is due. A credit at
utes, it is usually sufficient that there be initials, the rate of 3 per cent. per annum is allowed from
mark, or words of a nature to show an intent to the date of the advance payment to the due date,
sign on some part of the document. For exam except as to payments made after the expiration
ple, the statutes of New York define the term as of four and one-half months from the close of the
follows: “The term ‘signature’ includes any year.
memorandum, mark, or sign upon any instrument
As to the manner of payment, the Act provides
or writing with intent to execute or authenticate that certificates of indebtedness of the United
such instrument or writing.”
States, issued under the recent Liberty-Loan leg
It is thus seen that the word “subscribe” has a islation at par and accrued interest, may be ac
much more definite meaning than the word “sig cepted in payment. Uncertified checks may also
nature,” in that the word “subscribe” means to be used in making payments.
place under, and not on any part of the document.

Ques
tion and
Answer
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The corporation with which I am employed
will be called upon to pay a large excess-profits

Certain wholesale trading establishments find that
collections are facilitated by securing, at the time the
debt is incurred, whenever possible, promissory notes
instead of having a debt on an accounts-payable basis.
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the monthly expense of each store
into the proper classes, the totals
being agreed with the corresponding
figures of the Voucher Record.
Sales by Departments. On these
blanks the sales for each store may
be distributed to the various depart
ments in accordance with register
readings and card records of sales
ladies, totals for each day agreeing
with cash records* Occasional sales
on account are entered through the
Journal.
General Ledger. This is in looseleaf form, and to save expense a
stock sheet is used, with the con
venient center-balance column. The
white sheets carry the General
Ledger balances, and on these are
entered only the totals of assets,
liabilities, sales, and expense for all
the stores combined. Following
each General Ledger sheet are buff
sheets, carrying the subsidiary de
tail for the individual stores. De
partmental detail of sales and pur
chases, and distribution of expense
are not carried in the General
Ledger, being shown only on the
distribution sheets; but these dis
tribution sheets, being regularly
proven against their proper con
trolling accounts, form an integral
part of the accounting system.
In practice, this system has so far
worked out with a minimum of ex
pense, and is now being successfully
operated by a young lady with pre
vious experience only in single-en
try bookkeeping. In this case the
entries cover the operations of four
stores in four cities. While the pre
vious experience of the bookkeeper
is as stated, it should in fairness be
added that she has unusual natural
accounting talent, and is at present
working under the occasional super
vision of the systematizer.

Over
VERHEAD distribution pre
sents some of the most interest
head
problems in cost account
Distri ing. ing
Many accountants have dis
bution cussed various methods for distribu

O

William
Sun
ley, Jr.,
C.P.A.

ting “overhead,” with hints as to cer
tain of the circumstances under
which each of the different bases of
distribution may be used. A general
principle which would guide in the
distribution would be useful, as em
bracing a larger number of possible
conditions. Such a principle is con
tained in a letter from William T.
Sunley, Jr., C.P.A., of Detroit, Michi
gan. It might be stated that Mr.
Sunley refers to two costs: one cost
which he calls the first cost, being
used for control purposes; and an
other cost which he calls the second
cost, being used for selling pur
poses. The letter reads:

Pace Student
January, 1918

“I have formulated the following
general principle relative to the dis
tribution of overhead or indirect ex
pense:
“The distribution of indirect ex
pense should be based on those
factors that influence the expense,
causing it to rise and fall; because
if the increase of the particular fac
tor in connection with the produc
tion of a certain unit causes the ex
pense to rise, the increase should be
borne by that particular unit, and
vice versa.
“I have also formulated the fol
lowing method of determining the
bases for distributing the indirect
expense:
1. Analyze the “overhead” as to
elements.
2. Consider each element of
the “overhead” to determine
those factors that cause that
element to rise and fall.
3. Combine those elements
which are influenced by the
same factors.
4. Consider the expediency of
the particular problem to de
termine the number of dif
ferent bases of distribution
desired, and then consider
the combination of elements
influenced by different fac
tors and the desirability of
using one factor or the other
for the combination.
“The following experience will
serve to illustrate how I applied the
above:
“The analysis of Factory Expense
carried on our client’s books was—
1. Supplies
2. Light, Heat, and Power
3. Water
4. Supervision
5. Unproductive Labor
6. Repairs
7. Insurance
8. Taxes
9. Depreciation
10. Rent
11. Miscellaneous
“A further study disclosed that the
following elements could not be dis
tributed directly to departments:
2. Heat and Power
3. Water
4. Supervision (part only)
5. Unproductive Labor
7. Insurance
8. Taxes
9. Depreciation of Buildings
10. Rent
11. Miscellaneous
29

“The following elements could be
charged to departments:
1. Supplies
2. Light
4. Supervision (part only)
6. Repairs to Machinery
“
“ Tools
“We set up the following state
ment after considerable study of the
problem presented:
Elements of “Overhead”
Power Plant
Factor: Use of machines
Water (distribute part to power
plant)
Water for Machines
Factor: Use of machines
Water for employees
Factor: Number of employees
xSupervision (general)
Unproductive Labor
Factor: Number of producing
employees
xInsurance
xDepreciation of Buildings
xRent
Miscellaneous
Factor: Number of employees
“Eliminate from cost No. 1 items
marked x. The items eliminated en
ter into the cost after a first cost has
been obtained. The first cost is used
for control purposes, the second for
selling purposes.
“We then decided to combine for
distribution purposes Power Plant
and all water charges, and distribute
them on a Machine-hour basis.
Horse-power and speed of machines
were not taken into consideration,
because of comparative uniformity
throughout the shop. We also de
cided to combine Unproductive La
bor and Miscellaneous Expense and
distribute on a basis of productive
hours. Water for Employees was so
inconsiderable that no distinction
was made.
“Bases for distributing depart
mental overhead and the overhead
for cost No. 2 were worked out on
the same plan.
“In my reading on cost-account
ing subjects, I have never found a
general principle relative to deter
mining a basis for overhead distribu
tion. Most authors content them
selves with explaining methods of
distribution, and including a few
general hints as to where the par
ticular basis can or cannot be used
to advantage; so I have formulated
these working rules. It may be that
some one has already formulated the
same rules, or better ones, and that
I have not chanced to see them.”

W. F. KLATT, Pace Institute, has
enrolled in the Federal Service for
the period of the war.

Account
ing
and the
Soldiers’
Rations

Graphic
Methods
of
Presen
tation

GOOD system of accounts
means more food and better
food in a military establish
ment. At least, this is the finding
of a reporter for the New Haven
Register, who, in an article under
date of November 18, 1917, ascribes
the good meals of a certain company
to the fact that the mess sergeant,
Wilbur Lawson, is a Pace & Pace
graduate.
It might be stated that there is
an allowance of between thirty-seven
and thirty-eight cents a day for each
enlisted man. Careful buying, both
as to quantity and as to price, makes
a vast difference in the meals served.
The importance of this item is at
once apparent, when it is considered
that the first question a soldier asks
about a new military unit is, “How
is the food?” The writer of the
article says that this question is
always answered, as to Lawson’s
company, by the single word, “Im
mense.”
The following is a quotation from
the article:
“It all depends upon the mess
sergeant who has charge of the sup
plies, draws them, makes out the
menus, and sees the cooks do their
work. Take the case of Company C
once more. The mess sergeant is
a man named Wilbur Lawson, of
Hartford, who, before he was draft
ed, was a bank examiner, a Pace &
Pace graduate, and certainly knows
all there is to know about figures.
This man, from force of habit ac
quired in his profession, has made
all kinds of charts—figured the cost
of everything down to the fraction
of a cent, has devised a system of
accounts that is complete to the last
detail, and what is the result? The
menu last Sunday answers the ques
tion. For breakfast: grapefruit, oat
meal, scrambled eggs, bread and
butter, and coffee. For dinner: roast
turkey with dressing, cranberry
sauce, boiled potatoes, boiled onions,
bread and butter, coffee, mince pie,
and ice cream.”

A

HE executive, the accountant,
the engineer, and any one deal
ing with the complex facts of
business, or having occasion to pre
pare charts for the presentation of
facts, will find a very useful and
up-to-date work on descriptive pre
sentation in “Graphic Methods for
Presenting Facts,” by Willard C.
Brinton (The Engineering Magazine
Co., New York, $5).
Various expedients are suggested
for bringing facts into prominence,
most intensive consideration being
given to curve plotting and its
value in comparing facts and meth-
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ods whereby it can be made most
useful. Specifically, consideration is
given to the uses and limitations of
the ordinary arithmetical scale for
curve-plotting purposes, wherein the
spaces represent actual values. This
method of presentation, it is pointed
out, is limited to the comparison of
things of approximately equal mag
nitude. A false impression is pre
sented when variations in things of
widely different magnitude are plot
ted on the same arithmetical scale,
by reason of the fact that relatively
large fluctuations in small values are
not given full significance. To over
come this, the logarithmic scale, or
scale of ratios, is used. This scale
permits the exhibition of both actual
and relative values and actual and
relative fluctuations.
In the chapter dealing with fre
quency curves, the author suggests
a method of stating unit costs of
handling freight in respect to arti
cles constituting orders of varying
sizes, from the chart of which may
be obtained the average cost a unit
or order of all sizes. The method
consists in a pin-board covered with
coordinate paper. The horizontal
scale represents the number of
units in an order, and the vertical
scale records the costs a unit. The
time cards on the various jobs are
sorted each day. The cost a unit
in each job is computed and record
ed in the proper position on the
chart by means of a push pin. In
formation is thus made available
each day for control purposes, and
the accumulation of these data
makes the chart valuable for future
use.
A chapter is devoted to curves for
the executive, in which the writer
suggests the particular usefulness of
curves as an aid to management in
those lines of enterprise where ac
counting is standardized, as, for in
stance, railroads.
Detailed consideration is given to
records for executives, and a plan
is outlined for the recording and
presenting of facts in respect to all
phases of the business, so that the
management is given not only a
bird’s-eye view of the enterprise
afforded by accounting statements,
but also a cross index of its activi
ties and a means of determining
tendencies in all parts of the or
ganization. Suggestions are made,
also, as to information given to
stockholders and prospective inves
tors that will enable them to obtain
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a comprehensive idea of the finan
cial condition and progress of the
enterprise.
Other matters pertaining to rec
ords and statistics that are consid
ered in this book are the punchedcard system of tabulation, use of the
slide rule, map presentations, the
photographing of charts, and the
preparation of charts having three
different variables.

NE who undertakes to educate Housethe public to the value of hold
household accounting assumes
no small task. This is the purpose Accounts
of a book entitled “A Manual of
Household Accounts,” by J. Chester
Crandell, C.P.A., and Mercy Frye
Crandell (Whitcomb & Barrows,
Boston, Massachusetts, $2).
Possibly the problem confronting
the authors is somewhat simplified
by an increasing tendency toward
economy in the household. Just as
accounts are the basis for prevent
ing leaks in business, so they may
be the basis for eliminating waste in
household management. A mere
cash account will not serve this pur
pose. The author emphasizes the
utility and need for apportionment
of the expenses over periods of time,
and for an exact record of the value
of all property owned. The pro
posed system is such as would be
used in a business enterprise, en
abling the householder to prepare
balance sheets at stated times, and,
also, income and expenditure ac
counts. Forms for keeping records
sufficient for three years* time are
contained in the volume.

O

"UNIFORM Contracts and Cost Cost Ac
Accounting Definitions and
Methods” is the title of a counting
new pamphlet issued by the Depart for
ment of Commerce. This pamphlet Govern
contains recommendations by an
interdepartmental conference re ment
garding the drawing of contracts, Con
and cost-accounting methods for tracts
manufacturers who are contracting
on a cost-plus-profit plan, or on a
fixed-profit-price plan with the
Government.
General definitions of costs, and
certain specific definitions of cost
are given, both being limited to the
particular purpose of the pamphlet.
It is interesting to note, under the
general definitions of cost, that the
term “overhead expense” includes
indirect labor and other manufactur
ing expenses and the administrative
expense applicable and necessary in
connection with the production of
articles purchased. Interest, rent, ad
vertising, collection expenses, credit
losses, and customer’s discounts, to

gether with such taxes as income
and excess profits, are not to be
included.
Among the interesting paragraphs
under specific definitions of cost are
those relating to defective work and
employees’ welfare. Spoiled work,
if not within the control of the con
tractor, and if in proportion to the
nature and steady run of mistakes,
may be included as an element of
actual cost. Defective or spoiled
work resulting from carelessness or
negligence is not allowed as an ele
ment of cost. Wages paid employ
ees absent because of sickness, ex
penses of operating and maintaining
plant hospitals together with medi
cine and supplies, expenditures to
outside hospitals covering definite
benefits to employees, amounts paid
on a definite pension plan, the net
loss of operating restaurants, vaca
tion allowances, and expenses in
connection with group insurance,
club rooms, educational classes, etc.,
may be included in cost.
The pamphlet also contains sug
gestions as to collating cost data
and forms of contracts. It may be
obtained from the Government Print
ing Office, Washington, D. C.

R. W. McGRATH, New York
School of Accountancy, is now a
member of the Canadian Army.
ARTHUR L. FRYXELL, Pace In
stitute, Extension Division, has been
promoted to the position of manager
of the East Moline (Ill.) Yard of
Dimock, Gould & Company.

O. H. CHMILLON, Pace Institute,
has resigned his position with the
Braun Green Company to enter the
practice of Accountancy on the staff
of S. D. Leidesdorf & Company.
JOHN EMISON, Pace Institute of
Accountancy, formerly engaged as
accountant for H. B. Claflin Com
pany, has joined the auditing staff of
the Federal Reserve Bank of New
York.

LEWIS E. BAUER, Accountancy
Institute of Brooklyn, has severed
his connection with the Scranton
and Lehigh Coal Company to enter
the practice of Accountancy on the
staff of Kelly, Gray & Company,
public accountants.
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EDWARD F. HARTMAN, Pace
Institute, has accepted a position in
the cost-accounting department of
Sweet-Orr & Co., Incorporated.

ARTHUR J. BUSCH, Pace Insti
tute, who was formerly employed by
the Knox Hat Company, has ac
cepted a position on the bookkeep
ing staff of the Watkins Coal Co.
ARTHUR M. PLACE, Accountancy
Institute of Brooklyn, who was for
merly office manager for the William
H. Jackson Company, has accepted a
similar position with Arthur M. Lee
& Sons.

STEPHEN P. HANLEY, Pace In
stitute, who was formerly employed
by the General Optical Company,
has accepted a position on the book
keeping staff of the Poster Advertis
ing Company.
FRED. C. HEMBERGER, Pace In
stitute, who was formerly connected
with the American Express Com
pany, has accepted a position as
bookkeeper for the Bi-Continent
Trading Corporation.

ALBERT HANES, New York In
stitute of Accountancy, has recently
accepted a position on the staff of
the Federal Accounting Corporation.
Mr. Hanes was formerly on the staff
of West & Flint, public accountants.

GEORGE F. MONTAGUE has re
signed his position as traveling
auditor for the Ford Motor Com
pany to accept, through the Pace
Agency for Placements, Inc., a staff
position with Ernst & Ernst, public
accountants.
HERBERT E. ROSE, who was for
merly employed as chief accountant
by Marden, Orth & Hastings, has
accepted, through the Pace Agency
for Placements, Inc., the post of
accountant and office manager for
George Borgfeldt & Company.

LEONARD D. CAMPBELL, Pace
Institute, Extension Division, for
merly of Providence, R. I., enrolled
ANDREW H. PHELPS, Account in the officers’ training camp at
ancy Institute of Brooklyn, has re Plattsburg, N. Y., in May, 1917.
signed his position as business man At the end of three months’ train
ager of the Central Branch of the ing, he was commissioned as second
Y.M.C.A., Brooklyn, to take an ex lieutenant in the Quartermaster’s
ecutive position with the Chamber Corps, and is now stationed at Camp
of Commerce of the United States. Devens, Mass.
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A. H. ARMSTRONG, former as Per
sistant educational director of the sonal
23rd St. Y.M.C.A., has been ap
pointed educational director of the Notes
Bridgeport, Conn., Y.M.C.A., suc
ceeding Mr. Kenney.
MISS BARBARA HILDEBRAND,
Pace Institute, who was formerly
employed by the Dairymen’s League,
has accepted a position in the ac
counting department of the Chal
mers Sales Company.

JOSEPH H. BOYLAND, New
York Institute of Accountancy, and
formerly director of the Extension
Division of the Pace Institute, has
recently joined the staff of Arthur
Young & Co., public accountants.

LUCIEN E. RICKLIN, Pace Insti
tute, who was formerly employed
in the accounting department of the
Mergenthaler Linotype Co., has re
cently accepted the position of book
keeper for A. B. McCoy & Son.

WALTER R. CURRAN, Account
ancy Institute of Brooklyn, who was
formerly employed by the Eisemann
Magneto Company, has recently ac
cepted a position on the bookkeep
ing staff of the Poster Advertising
Company.

CHESTER H. ARNOLD, Account
ancy Institute of Brooklyn, who was
formerly employed as assistant
auditor of the New York Dock
Company, has been appointed chief
accountant of the Tabulating Ma
chine Company.
FREDERICK FISCHER, JR., Pace
Institute, Extension Division, re
cently passed the Connecticut ex
aminations for C.P.A. with the high
est honors. Mr. Fischer is a val
ued member of the accounting firm
of Perrine & Nichols.

WALTER E. OATES, New York
School of Accountancy, has recently
accepted the position of general
bookkeeper for the Hudson and
Manhattan Railroad Company. Mr.
Oates was formerly employed by the
International Paper Company.
HARRY O. LEETE, New York
Institute of Accountancy, who has
been engaged on the staff of Ernst
& Ernst, certified public accountants,
has accepted the position of auditor
and office manager of the two com
bined organizations — the Jenckes
Spinning Company and the Tama
rack Company, Pawtucket, R. I.

Per
sonal
Notes

GEORGE A. THONE, Pace Insti
tute, who was formerly employed by
the Department of Public Works,
has accepted a position in the Texas
Company.

JOHN KESSON, Pace Institute,
has resigned his position with Alex
ander Morton to accept the post of
auditor for the Emergency Fleet
Corporation, with headquarters at
Morgan City, La.
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MAURICE A. FRIED, Stone’s
Business School (Pace Standardized
Courses), New Haven, Conn., has
entered the practice of Accountancy
on the staff of Homes & Davis.

WILLIAM A. SCHRIMPE, JR.,
Accountancy Institute of Brooklyn,
has severed his connection with
Fownes Brothers & Company to join
the staff of Messrs. Fedde & Pasley,
certified public accountants.

SAMUEL GREENE, an advanced
student of Accountancy and Busi
ness Administration, was recently
promoted from the Jersey City of
fice of Chubb & Son to the respon IRVING EISBROUCH, Pace Insti
sible position of auditor of their tute, has entered the employ of the
New York office, at 63 Beaver accounting department of the Globe
Street. The firm of Chubb & Son is Indemnity Company. Mr. Eisbrouch
one of the largest marine insurance was formerly employed by the Un
firms in the world. It acts as a derwood Typewriter Company.
representative for many insurance
firms, among them being The Alli JOSEPH N. SCHOEN, Accountancy
ance Assurance Company, The Lon Institute of Brooklyn, has severed
don Assurance Company, The Sea his connection with the Consolidated
Insurance Company, Ltd., The Hart Gas Company to accept a position in
ford Fire Insurance Company, and the accounting department of the
U. S. Fidelity & Guarantee Company.
The Fidelity Insurance Company.

E. E. BENJAMIN, Pace Institute,
who was formerly employed by
Arthur H. Murphy, has accepted a
position in the accounting depart
ment of the Transportation Utilities
Company.

HENRY L. KOELSCH, New York
School of Accountancy, has severed
his connection as accountant with
Marden, Orth & Hastings to accept
the position of chief accountant for
the Standard Oil Cloth Company.

GUSTAV A. SCHULENBERG,
Pace Institute, has resigned his
position as auditor and cost ac
countant for the Jensen Creamery
Machinery Company to enter the
practice of Accountancy on the staff
of Lovejoy, Mather & Hough.
JAMES O’BRIEN, formerly a stu
dent in Accountancy and Business
Administration at Pace Institute,
has joined the United States Marine
Corps, and is stationed at Paris
Island, South Carolina. Mr. O’Brien
was formerly a member of the ac
counting firm of Perrine & Nichols.

Midwinter Courses of Study for
Business Success
Trained men and women—those who understand and can apply the fundamental principles
and procedures of Business—are needed to-day more than ever before. Business must go on
despite the shortage of man-power caused by the war. The positions of those who have gone with
the colors must be filled by others promoted from within the organization or employed from out
side. Preparation for executive responsibilities is a patriotic duty; and the most effective prepa
ration can be secured in an educational institution that has proved its worth.
The following evening courses of study are available, among others, at Pace Institute and
affiliated schools—new classes are forming now:
Accounting Application of Tax Laws
Accountancy (Professional C.P.A. Course)
—a course that gives a mastery of the various
—a course that gives technical preparation for
C.P.A., American Institute, and Civil Service
tax laws as applied to the business affairs of
Examinations.
individuals and corporations.
Shorter Accounting Course for Women
Secretarial Course
—a course that gives intensive training in the
—a course that trains women in the basic prin
ciples of Accounting, including double-entry
various duties likely to be required of pri
bookkeeping and principles of organization
vate secretaries.
French and Spanish
and management.
Law for Business
-—courses taught with special reference to the
—a course that presents the law as a science
development of fluency in conversation.
in its relation to the conditions of Modem Oral Expression
Business.
—a course that develops the ability of the in
English for Business
dividual to address others clearly and con
—a course that presents all aspects of English
vincingly.
in a practical manner.
Descriptive bulletins and folders will be sent upon request. Ask especially for “Your Market Value,”
a 36-page booklet which contains a vocational message of wide appeal. Address or telephone (Cort
landt, 1465):

PACE & PACE
HUDSON TERMINAL

NEW YORK
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